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Instruction : Show calculations as a part of your answer wherever necessary.

1. (A) Write journal entries for the following transactions :

I. (B

MB-201

(1)  The share capital of Om Ltd. consists of 50,000 equity shares of ¥ 100 each.

The company passed resolution to sub-divide its 6 equity shares of I 10

each and 8 cumulative preference shares of I 5 each.

(2) Hariom Ltd. has issued equity stock of ¥ 57,000 for every 6,000 equity

shares of ¥ 10 each.

(3) Shri Hariom Ltd. has issued 100 equity shares of I 100 each for equity

stock of ¥ 9,600.

The followings are the extract of Trial Balance of Ganesh Ltd. as on 31-3-2023 : 7

Particulars

5,000 Equity Shares of ¥ 100 each

2,500 Redeemable Pref. shares of ¥ 100 each, ¥ 75 paid up

General Reserve
Securities Premium

Bank balance

4
5,00,000
1,87,500
1,50,000

62,500
5,00,000

The company decides to redeem the preference shares at 5% premium after

complying with legal provisions. Write necessary journal entries for the issue of

new shares and capital redeemed.

OR

9

P.T.O.



1.  Following is the summarized Balance Sheet of Jalpa Ltd. as on the date of 31 March,

2023.
Particulars Amount )
I.  Equity and Liabilities :
(1) Shareholders’ Funds :
(a) Share Capital :
16,500 Equity Shares of ¥ 100 each fully paid up 16,50,000
4,125 Pref. Shares of ¥ 100 each fully paid up 4,12,500
8,250 Pref. Shares of % 100 each X 80 paid up 6,60,000
(b) Reserve and Surplus :
General Reserve 16,50,000
Security Premium 1,23,750
(2) Current Liabilities :
Trade Payables: Creditors 4,12,500
Total 49,08,750
II.  Assets :
(1) Non-Current Assets :
(a) Fixed Assets 36,71,250
(b) Non-Current Investments 4,12,500
(2) Current Assets :
(a) Inventories : Closing Stock 4,12,500
(b) Cash & Cash Equivalents: Bank bal. 4,12,500
Total 49,08,750

On 1% April, Company decided to -

(1) Both the Pref. Shares are decided to redeem at 4% premium after complying with

necessary provisions of the Companies Act.
(2) Investments are sold for ¥ 4,53,750 for this.

(3) After that company issued required no. of preference shares each of I 100 at par

so that bank balance is maintained at ¥ 74,250.

(4) Company issued fully paid new equity share as a bonus for two shares held from

the capital redemption reserve.

Write Journal Entries for the above transactions in the books of the company and
prepare new Balance Sheet after redemption of pref. shares.

MB-201 10
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2. (A) Sohini Ltd. is issuing 25,000 shares of ¥ 10 each at par, enters into an agreement
of underwriting these shares with A and B in the ratio of 3 : 2. Applications for
15,000 shares were received from public inclusive of marked applications of A is
10,000 shares and B is 2,500 shares and for the rest of 2,500 shares applications
were received by the company directly. Determine the liability of both

underwriters. 7
(B) Explain the Buy-back from open market through stock exchange and through
book-building process. 7
OR
2. JC Ltd. issued 1,50,00,000 equity shares of I 10 each at 50% premium. The whole
issue was fully underwritten by the underwriters as follows : 14
GS: 30% NS: 30%
KS: 20% PS: 20%
The underwriters made applications for “firm” underwriting as under:
GS: 4,50,000 shares NS: 3,00,000 shares
KS: 6,00,000 shares PS: 1,50,000 shares

The total applications, excluding “Firm” Underwriting but including Marked
Applications were 1,20,00,000 equity shares. The marked applications were as under :

GS: 21,00,000 shares NS: 38,50,000 shares

KS: 18,00,000 shares PS: 12,50,000 shares
Underwriters are not given credit for firm underwriting. They are entitled to get 5%
commission.

Prepare a statement showing the liability of each underwriter and calculate the
amount of commission of each underwriter.

3.  The Balance Sheet of the Ram Ltd. as on 31-03-2023 is as under : 14
Particulars Amount )
L. EQUITY AND LIABILITIES :
(1) Shareholders’ Funds :
(a) Share Capital :
Equity Shares of ¥ 10 each fully paid up 16,00,000
8% Cum. Pref. Shares of % 100 each fully paid up 12,00,000
(b) Reserves and Surplus :
Workmen’s Accident Compensation Fund 4,00,000
Profit & Loss A/c (Dr.) (8,00,000)
(2) Non-Current Liabilities :
Long Term Borrowings : 10% Debentures 8,00,000
(3) Current Liabilities :
(a) Trade Payables : Creditors 3,20,000
(b)  Other Current Liabilities : Outstanding Deb. Interest 80,000
Total | 36,00,000

MB-201 11 P.T.O.



I1.

ASSETS :
(1) Non-Current Assets :
(a) Fixed Assets :
(i) Tangible Assets :

Land & Building 9,60,000
Machinery 6,40,000
(i) Intangible Assets :
Goodwill 4,00,000
Patent 3,20,000
(b)  Other Non-Current Assets :
Preliminary Expenses 4,80,000
(2) Current Assets :
(a) Inventories : Closing Stock 4,00,000
(b) Trade Receivables: Debtors 3,44,000
less : Bad debts 24.000 3,20,000
(c) Cash and Cash Equivalents : Cash balance 80,000

Total | 36,00,000

A Scheme of Capital Reduction as approved by the tribunal is as under:

(1)

)

3)

4

)

(6)

Equity shares are to be reduced to X 2 each and preference share is to be reduced
to < 80 each.

Preference shareholders are agreed to waive the whole amount of the pref.
dividend which was in arrears for last two years.

Debenture holders are agreed to waive their outstanding interest on debentures
and to take over a machinery having a book value of ¥ 3,20,000 at a valuation of
% 2,40,000 in part payment of their holding.

All invisible and fictitious assets are to be written off. Debtors are to be reduced
by T 48,000 and Stock by ¥ 3,20,000.

The company has accepted a claim of I 80,000 for workmens’ accident
compensation.

Land and Building should be shown at market value. The book value of Land and
Building is 25% less than its market value.

Pass necessary journal entries to implement above scheme and prepare the Balance
Sheet after Capital Reduction.

MB-201
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3. SiyaRam Ltd., as on 31/3/2023 shows the following balances in its balance sheet : 14
Particulars Amount ()
L EQUITY AND LIABILITIES :
(1) Shareholders’ Funds :
(a) Share Capital :
2,50,000 Equity Shares of X 10 each fully paid up 25,00,000
1,25,000, 6% Pref. Shares of X 10 each fully paid up 12,50,000
(b) Reserves and Surplus :
Profit & Loss A/c (Dr.) (7,50,000)
(2) Non-Current Liabilities :
Long Term Borrowings : Debentures 5,00,000
(3) Current Liabilities :
(a) Trade Payables : Creditors 2,50,000
(b)  Other Current Liabilities : Outstanding Deb. Interest 50,000
Total| 38,00,000
II. ASSETS:
(1) Non-Current Assets :
(a) Fixed Assets :
(i) Tangible Assets :
Land & Building 10,00,000
Machinery 10,00,000
Furniture 1,00,000
(i) Intangible Assets :
Goodwill 2,25,000
Patent 5,00,000
(b)  Other Non-Current Assets :
Preliminary Expenses 32,500
(2) Current Assets :
(a) Inventories : Closing Stock 6,25,000
(b) Trade Receivables : Debtors 2,50,000
(c) Cashand Cash Equivalents : Bank balance 67,500
Total| 38,00,000
MB-201 13 P.T.O.



A Scheme of Capital Reduction as approved by the tribunal is as under :

(1)
)
3)

4
)

Equity shares are to be reduced by ¥ 6 each and Pref. shares are to be reduced to
T 6 each.

Preference shareholders are agreed to waive the pref. dividend which was in
arrears for last two years and T 62,500 to be paid to them in lieu thereof.
Debenture holders are agreed to waive their outstanding interest.

All invisible and fictitious assets are to be written off, except patent.

Land and Building is reduced by X 2,50,000; Machinery by X 2,50,000; Patent by
3,75,000; Furniture by 50,000 and Debtors by 5%.

Pass necessary journal entries to implement above scheme and prepare the Balance
Sheet after Capital Reduction.

4.  KC Insurance Company Ltd. presents the following information of Fire Insurance

14

business :

Particulars 31-3-2022 ) | 31-3-2023 ()
Premium on direct business 56,70,000 60,90,000
Premium on re-insurance accepted 5,88,000 11,76,000
Premium on re-insurance ceded 17,64,000 23,10,000
Claim paid 10,50,000 16,80,000
Claim paid on reinsurance accepted 21,000 27,300
Commission on direct business 2,94,000 3,57,000
Commission on re-insurance accepted 84,000 1,34,400
Commission on re-insurance ceded 2,18,400 2,43,600
Reinsurance recoveries 1,26,000 2,10,000
Depreciation on fixed assets 1,47,000 1,72,200
Salaries 11,76,000 13,44,000
Bonus utilized in reduction of premium 1,34,400 -
Audit fee 42,000 42,000
Administrative expenses 1,47,000 1,97,400
Stationery & postage 4,28.400 5,25,000
Bad debts 31,500 1,89,000
Loss on sale of motor car — 33,600

Additional Information :

(1)
)
3)

Total amount in respect of outstanding claims on 31-3-2021, 31-3-2022 and
31-3-2023 were X 5,77,500, X 6,40,500 and ¥ 7,68,600 respectively.

Reserve for unexpired risk as at 31-3-2021 was ¥ 16,17,000 and additional
reserve was < 2,43,600.

Reserve for unexpired risk is to be provided for at 50% and additional reserve at
5% of the net premium income.

From the above information, prepare Fire insurance dept. Revenue Account with the
necessary schedules for the year ending on 31-3-2022 and 31-3-2023.

MB-201
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4. DC Insurance Company Ltd. presents the following information : 14

Particulars Fire (%) Marine )

Premium on direct business 93,75,000 90,62,500
Premium on re-insurance accepted 2,03,125 1,03,125
Premium on re-insurance ceded 93,750 1,25,000
Claim paid 40,62,500 31,25,000
Claim unpaid as on 31-3-22 3,75,000 3,12,500
Claim unpaid as on 31-3-23 5,00,000 5,62,500
Commission on direct business 10,43,750 15,43,750
Commission on re-insurance accepted 3,06,250 2,06,250
Commission on re-insurance ceded 4,06,250 3,12,500
Fire mitigation expenses 1,12,500 —
Re-insurance recoveries 84,375 53,125
Interest and dividend 6,25,000 5,18,750
Tax on Interest and dividend 31,250 18,750
Reserve for unexpired risk on 31-3-2022 21,87,500 51,87,500
Additional reserve for unexpired risk on 3,75,000 5,31,250
31-3-2022

Administrative expenses 6,37,500 5,62,500

Additional Information :

(1)

)

Reserve for unexpired risk should be maintained at 50% and 100% on Fire
insurance and on Marine insurance business respectively of net premium
received.

Additional reserve for unexpired risk is to be maintained at 10% of net premium
in both the departments.

Prepare Revenue Accounts for both the departments by preparing necessary schedules
from above information.

5. In the following questions, more than one options are given. Select the correct answer :
(attempt any seven) 14

(M

)

MB-201

When 5,000 equity shares of ¥ 10 each are issued in exchange of equity stock of
% 45,000, then the Journal entry of difference for ¥ 5,000 is

(a) Debited to Discount on Stock A/c
(b)  Credited to Discount on Stock A/c
(c) Debited to Discount on Share A/c
(d) Credited to Discount on Share A/c

As per which section of the Companies Act, 2013, redeemable preference shares
can be redeemed ?

(a) Section 55 (b) Section 61
(c) Section 66 (d) Section 68

15 P.T.O.



(3) Which one from the following is not a form of Alteration of Share Capital as per
Section 61 of the Companies Act, 2013 ?
(a) Capital Reduction (b) Consolidation
(c)  Sub-division (d) Conversion of share into stock

(4) Which one from the following is not known as profit available for dividend
distribution ?
(a) Capital Reserve
(b)  General Reserve
(c) Workman Accident Compensation Fund
(d) Reserve Fund

(5) The open market offer through the book-building process shall remain open for a
minimum period of -

(a) 15 days (b) 7 days
(c) 30 days (d) 14 days
(6) The rate of underwriting commission for shares should not be more than -
(a) 2.5% (b)) 5%
(c) 10% (d 15%

(7) A company has issued 75,000 equity shares. Whole issue is underwritten 50% by
N, 30% by K, and 20% by S. Applications were received for 60,000 shares.
Determine liability of ‘N’.

(a) 5,000 shares (b) 7,500 shares
(c) 15,000 shares (d) 30,000 shares
(8) Credit balance of Capital Reduction A/c is transferred to -
(a) General Reserve A/c (b) Capital Reserve A/c
(¢) Goodwill A/c (d P&LA/

(9) When reconstruction expenses paid for implementing the capital reduction
scheme, it is credited to -

(a) Capital Reduction A/c (b) Bank A/c
(¢) Goodwill A/c (d P&LA/

(10) Commission on direct business is I 2,00,000; Commission on re-insurance ceded
is ¥ 10,000, Commission on re-insurance accepted is ¥ 18,000. What should be
the value of net commission paid ?

(a) ¥2,00,000 (b) <2,08,000
(c) 92,000 (d) 2,18,000

(11) Reserve for unexpired risk for marine insurance business is to be maintained at
____ of net premium earned.

(@A) 25% (b) 50%
(c) 75% (d) 100%

(12) In miscellaneous insurance business, maximum commission can be given to the
insurance agent is -

(a) 50% (b) 25%
(c) 20% (d) 15%
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